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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In the Matter of 

GENERAL, ADJUSTMENT OF ELECTRIC ) 
RATES OF KENTUCKY POWER COMPANY ) CASE NO. 2005-00341 

REBUTTAL TESTLMONY OF DAVID H. BROWN KINLOCH 

Q1: PLEASE STATE YOUR NAME: AND ADDRESS. 

A1 : My name is David H. Brown Kinloch and my business address is Soft Energy 

Associates, 414 S. Wenzel Street, Louisville, KY 40204. 

Q2: FOR WHOM HAVE YOU PREPARED REBUTTAL TESTIMONY? 

A2: I have prepared this rebuttal testimony for the OfEce of the Attorney General for 

the Commonwealth of Kentucky. 

Q3: DID YOU ALSO PREPARE DIRECT TESTIMONY FOR THE OFF'ICE 

OF THE ATTORNEY GENERAL IN THIS CASE? 

A.3: YesIdid. 
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Cases No. 2005-00341 D. Brown Kinloch - 2 

WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY IN THIS 

CASE? 

I will present rebuttal testimony with respect to the testimony offered by Mr. 

Baron on behalf of KIUC. In my direct testimony in this case, I testified that the 

Cost of Service Study filed by Kentucky Power Company in this case was 

unacceptable because it relied upon "black box7' calculations which could not be 

checked or verified. Therefore, I recommended that the Commission reject the 

Company's study and rely upon the class allocations used in Kentucky Power's 

last rate case, Case No. 91-066. 

Since my direct testimony was filed, two important things have happened. 

First, Mr. Baron filed a series of Cost of Service Studies that rely on different 

demand allocators. In doing this, he first built a study that used the 12 CP 

demand allocation methodology in order to replicate the results of the Company's 

"black box" study. Unlike the Company's study, Mr. Baron used a spreadsheet in 

which costs could be tracked through the study to verify the results. 

Secondly, on January 27,2006, the Commission ruled not to reject the 

Company's Cost of Service Study, as I had recommended, but instead to accept it 

as evidence in this case. Though the intermediate calculations producing the 

Company's study results cannot be directly verified, in light of Mr. Baron's 

ability to construct a study in which intermediate calculations can be viewed and 

verified, and which produces results to the Company's, the results of the 

Company's study results are thus verified. 
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Cases No. 2005-00341 D. Brown Kinloch - 3 

QS: ARE THERE ANY PROBLEMS WITH THE COST OF SERVICE 

STUDIES PRESENTED BY MR. BARON AND THUS, BY DEFAULT, BY 

THE COMPANY? 

AS: Yes. The 12 CP study done by Mr. Baron, which confirms the results of the 

Company's study, along with the three additional studies done by Mr. Baron, all 

suffer from the same problem: they all rely upon demand allocation 

methodologies that have been rejected in the past by this Commission. Each of 

these demand allocation methodologies relies solely on peak load data. The one 

exception is the Average and Excess method which tends to produce results that 

favor high load factor customers even more than other methodologies because 

"excess" non-coincident peak demand is allocated almost completely to low load 

factor customers. 

46: YOU STATE THAT THE COMMISSION HAS REJECTED THE USE OF 

DEMAND ALLOCATION METHODOLOGIES THAT RELY SOLELY 

ON PEAK LOAD DATA. COULD YOU PROVTDE REFERENCE TO A 

SPECUF'IC CASE WHERE THE COMMISSION REJECTED THE TYPES 

OF METHODOLOGIES PROPOSED BY MR BARON IN THIS CASE? 

A6: Yes. A good example is the Louisville Gas and Electric (LG&E) rate case, Case 

No. 90-1 58. In that case, LG&E filed a Cost of Service Study that allocated 

production and transmission dernand costs based on the Base-Intermediate-Peak 

PIP) method. The BIP methodology is a time-differentiated embedded cost of 

service method that assigns at least some of the demand to all hours, not just a 
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Cases No. 2005-00341 D. Brown Kinloch - 4 

few peak hours. Mr. Baron's client, KIUC, filed its own alternative Cost of 

Service Study that used a demand allocation method that relied solely on peak 

demands called the Probability of Peak (POP) method. The Commission rejected 

KIUCYs proposed methodology saying, 

"The Commission continues to believe that the BIP method is 
appropriate as a means of allocating production and transmission 
costs to the customer classes. The BIP method recognizes that 
LG&E's embedded production and transmission costs were 
incurred to meet all customer demand, not just that which is 
coincident with system peak. KTUCYs proposed POP method 
places too much weight on coincident peak demand. Ifany 
customer has access to electricity whenever it is demanded, that 
customer should bear the responsibility of some portion of 
demand-related costs. 

LG&EYs electric cost-of-service study is acceptable and 
should be used as a starting point for electric rate design.'" 

In the present case, both Kentucky Power and KTUC have oEered Cost of 

Service Studies that allocate production and transmission costs solely based on 

system peak loads. These methodologies do not allocate costs on a basis that 

reflects the reality of supplying power to all classes whenever demanded, not just 

when demanded on peak. The Commission should again reject those methods as 

the basis for cost allocation. 

25 Q7: DOES A TIME-DIFFERENTIATED DEMAND ALLOCATION 

26 METHODOLOGY SUCH AS THE BIP METHOD PRODUCE A 

27 SIGNIFICANTLY DIFFERENT RESULT? 

In the Matter of: The Adjustment of the Gas and Electric Rates of Louisville Gas and Eelctric Company, 
Order dated December 27, 1990, page 58. 
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Yes. I have assembled a Cost of Service Study that uses the BIP method to 

allocate production and transmission demand costs. Since the Commission has 

now made a ruling that accepts the Company's study as evidence in this case, and 

Mr. Baron has confirmed the Company's 12 CP results with his own 

independently verifiable study, I have used the Company's study results as the 

starting point for my study. For this purpose, the Company's results are accepted 

as valid results using the 12 CP demand allocation method, though I continue to 

disagree that an allocation method which relies solely on peak demand should be 

used to allocate demand costs 

Using and accepting the Company study's results as a starting point, I 

have then changed only the result-items that were allocated to rate classes based 

on a production or transmission allocator. Items such as distribution and 

administrative and general costs are accepted as is and are unchanged in my 

study. 

Because the Company's study results were presented as simply numerical 

values, with no associated formulas, I first created a 12 CP model whose results 

replicate those of the Company. I have gone into the Company's results page and 

added formulas for all items that were allocated based on production or 

transmission demand, and also add formulas to results that included values from 

production and transmission items. To confirm that I have created and added the 

correct formulas, I produced a model that used the 12 CP allocators used by the 

Company, which can be found in Rebuttal Exhibit DKBK-RI. While these 

results are virtually identical to those found in the Company's study, Foust 
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Exhibit LCF-1, they include the formulas needed to allocate production and 

demand costs. I present Rebuttal Exhibit DHBK-Rl simply to confm that my 

study model will produce the same results when 12 CP allocators are used, and 

not as an endorsement of the use of the 12 CP method. 

My second step was to calculate the BIP aIlocator based on the 

Company's test-year loss-adjusted load data. To do this I started with class winter 

and summer coincident peak data and class off-peak energy use, found in 

Kentucky Power's response to the Attorney General's First Data Request, Item 

181, on pages 7 and 1 1. The BIP method calls for calculating class base loads 

using each classes' average demand during off-peak periods. In Rebuttal Exhibit 

DHBK-R2, I have divided class off-peak energy use by the number of ofltrpeak 

hours to amve at each classes' base period demand. The total base demand for all 

classes is divided by the system peak demand to determine the portion of demand 

costs to be allocated using class contributions to base demand. The remaining 

demand is allocated to winter (peak) and summer (intermediate) period, based on 

the relative level of coincident peak demand for these two periods. 

The final step is to replace the 12 CP allocators in the Cost of Service 

Study with the BLJ? allocators calculated in Rebuttal Exhibit DHBK-R2. The 

resulting BIP based Cost of Service Study is found in Rebuttal Exhibit DHBK- 

R-3. 
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IF A TIME-DIFFERENTIATED DEMAND ALLOCATION 

METEIODOLQGY LDCE TEAT TEE CO-SSION HAS FOUND 

ACCEPTABLE IN THE PAST IS USED, WHAT ARE THE RESULTS OF 

THE COST OF SERVICE STIJDY? 

The results vary significantly from the results generated by the Company and 

IUUC, which relied solely on peak data to allocate demand costs. The Company 

and KIUC studies found that revenues fiom the Residential class did not even 

cover its expenses and made no contribution to fixed costs. In addition, the 

Company and KIUC studies based on coincident peak aHocators show all classes 

except the Residential ( R S )  and OL generated returns above overall total retail 

return. 

By contract, the results of the study using the time-differentiated BLP 

methodology presented below show that while the residential class is covering its 

cost and making some contribution to fixed costs, neither the CIP-TOD, OL nor 

the RS classes produce a return at the level of overall return : 

Rate Class Percent of Total 

RS 
SGS 
MGS 
LGS 
QP 
CIP-TOD 
MW 
OL 
SL 
Total Overall 
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Using a time-differentiated demand allocator that the Commission has 

found acceptable in the past clearly produces quite different results. With an 

acceptable allocator, the Residential class is shown to be covering it expenses and 

making a contribution to fixed costs. That allocator also shows that there are 

three classes that are producing returns below the overall total return; the RS, 

CIP-TOD, and OL classes. This is significant because these three classes alone 

make up nearly two-thirds of Kentucky Power's sales and produce nearly two- 

thirds of all revenues. The Commission should be carehl not to place too much 

burden on these three major classes. 

Q9: DO YOU AGREE WITH EITHER THE COMPANY'S PROPOSAL TO 

SHIFT 10% OF ANY SUBSIDIZATION TO T E  RESIDENTIAL CLASS 

AND KIUC'S PROPOSED SHIFT OF 25%. 

A9: No. Both the Company and KIUC have used peak demand allocators that the 

Commission has found inferior to time-differentiated allocators. Because of this, 

the findings cannot be relied upon to determine where there are class subsidies 

and how costs should be changed to mitigate subsidies. For example, though the 

peak demand allocation studies say the CIP-TOD class is subsidizing other 

classes, the time-differentiated demand allocation shows the CIP-TOD class is 

producing a return which is below the average overall return and is being 

subsidized by other classes. Assigning costs as recommended by KlUC or the 

Company would aggravate the problem. Thus, if the proposal is that the 

Commission should use this case to shift costs to classes that are producing 
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returns below the overall return, then the CIP-TOD class would also need to 

accept an increase above the overall increase in this case. 

Q10: BASED ON THE RESULTS OF YOUR STUDY, WHAT IS YOUR 

RECOMMENDATION TO THE COMMISSION ON HOW TO 

ALLOCATE ANY REVENUE INCREASE AWARDED, BETWEEN TEfE 

RATE CLASSES? 

A10: I recommend that the Commission keep in mind that the three classes producing 

returns below the overall average are the major classes that make up nearly two- 

thirds of the Company's sales and revenues. It is important to not place to large a 

burden on these three classes because they are the backbone of the Company. As 

a result, I recommend that any revenue increase that the Commission awards to 

the Company should be allocated to the customer classes based on their portion of 

current revenues. 

Qll:  DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY? 

A1 I : Yes it does. 

Soft Energy Associ~fes @ 4 14 South Wenzel Street e Louisville, KY A M 0 4  cs 532-589-0975 



I, David H. Brown Kinloch, certifl that the statements contained in the foregoing 

rebuttal testimony are true and correct to the best of my knowledge, information, and 

belief Dated this 155; day of February, 2006. 

David H. Brown Kinloch 

Af£irmed to and subscribed 
before me, this is$. day 
of 006. 

My Commission Expires: 

MKGHAFJ [$. T-JWZg&R 
gotilly Public, Siate a i  Large, MI 
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RATE BASE 
GROSS UTILITY PLANT 
TOTAL DEPRECIATION RESERVE 
NET UTILITY PLANT 

OFFICE OF THE ATTORNEY GENERAL 
12CP - KPCO CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 
Summary 

Rebuttal Exhibit DHBK-R1 
Page 1 of 11 

TOTAL 
RETAIL - RS - SGS - MGS - LGS - QP CIP-TOD - MW 3 a 

TOTAL CWlP 19,159,718 10,217,292 347.482 1,879,594 2,093,035 1,513,389 2,580,584 17,457 453,797 57.087 
PLANT HELD FOR FUTURE USE TRANS 83,282 35.401 759 7,407 9,691 10,373 19,542 68 34 8 
TOTAL WORKING CAPITAL 73,842,577 30,408,904 992,365 6.706.412 8,256,874 8,545,932 17,994,249 70,729 769.427 97,686 
TOTALRATEBASEOFFSETS (138,581,504) (73,691,885) (2,424,056) (1 3,801,776) (1 4,713.942) (1 1,437,121) (19,404,758) (1 20,732) (2,660.796) (325,583) 

TOTAL RATE BASE 858,443,759 437,652,589 14,341,673 82,569,326 95,182,462 75.009,765 133,223,573 781,392 17,469.1 22 2,214,712 

OPERATING RNENUES 
SALES OF ELECTRICITY 
OTHEROPERATlNGREVENUE 
TOTAL OPERATING REVENUE 

OPERATING EXPENSES 
ADJUSTED OPERATING AND MAINTENANCE EXP 266,996,120 1 18,449,612 4,192,553 24,482,993 29,226,044 28,376,307 58.026'1 94 247.981 3,601,207 391,229 
ADJUSTED DEPRECIATION EXPENSE 47,698,792 25,181,881 856,265 4,645,728 5,204,490 3,877,603 6,667,272 43.037 1,088.014 134,502 
ADJUSTED TAXES OTHER THAN INCOME TAX 9,198.01 1 4,701,552 163,522 895,283 1,007,299 799,621 I ,408,259 8.249 191.239 22.986 
TOTAL STATE INCOME TAXES (1,348,227) (2,335,824) 61 .I 16 527,629 181,974 162,018 69,434 2,909 (34'1 39) 16,657 
FEDERAL INCOME TAXES (3.660.566) (9,849.487) 280,912 2,564,160 1 ,I 07,446 1 , I  35,386 1,192,139 15,073 (1 75.21 9) 69,024 
TOTAL EXPENSES 31 8,884.131 136,147,734 5,554,367 33.1 15,793 36,727,254 34,352,935 67,363,298 317.249 4.671 .I 01 634,399 

NET OPERATING INCOME 
AFUDC OFFSET 
ADJUSTED NET OPERATING INCOME 

RATE OF RETURN % 
RATE OF RETURN INDEX 
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OFFICE OF THE ATTORNEY GENERAL 
12CP - KPCo CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 

ELECTRIC PLANT IN SERVICE 
PRODUCTION PLANT DEMAND 

TRANSMISSION PLANT OTHER DEMAND TOTAL 
TRANSMISSION PLANT GSU TOTAL 
TRANSMlSSlON PLANT 

DISTRIBUTION PLANT 
360 LAND AND LAND RIGHTS 
361 STRUCTURES AND IMPROVEMENTS 
362 STATION EQUIPMENT 
364 POLES 
365 OVERHEAD LINES 
366 UNDERGROUND CONDUIT 
367 UNDERGROUND LINES 
368 TRANSFORMERS 
369 SERVICES 
370 M m R S  
371 INSTALLATIONS ON CUST PREMISES 
372 LEASED PROP ON CUST PREMISES 
373 STREET LIGHTING 

DISTRIBUTION PLANT TOTAL 

PTDPLANT 

GENEWU. PLANT TOTAL 

HR-J 765 LINE - AFUDC 

ELECTRIC PLANT IN SERVlCE 

ELECTRIC PLANT IN SERVICE -ADJUSTMENT 

GROSS UTILITY PLANT 

GENERAL 

HR-J POST IN-SERVICE 

TOTAL DEPRECIATION RESERVE 

NET UTILITY PLANT 

METHOD 

PROD-DEMAND 

TRANS-TOTAL 
PROD-DEMAND 

DIST-CPD 
DIST-CPD 
DIST-CPD 
DIST-POLES 
DIST-OHLINES 
DIST-UGLINES 
DIST-UGLINES 
DIST-TRANSF 
DIST_SERV 

FORMULA 

LABOR-M 

BULK-TRANS 

FORMULA 

RB-GUP-EPIS-P 
RB-GUP-EPIS-T 
RB-GUP-EPIS-D 
RB-GUP-EPIS-G 

BULK-TRANS 

TOTAL 
RS - - SGS LGS - 

52,714,404 

44,311,741 
183.632 

44,495,373 

697,141 
569,001 

5,690.021 
14,484,250 
12,197,006 

358,221 
694,797 

7,301.425 
99,567 

2,533.860 
0 
0 
0 

44,625,288 

141,835,055 

4,902,929 

200.526 

146,938,521 

638,223 

147,576,744 

20,124,741 
13,288,024 
13,077,843 
1,470,386 

78,947 

48,039,940 

99,536,804 
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OFFICE OF THE ATTORNEY GENERAL 
12CP - KPCo CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 

TOTAL 
!Qz&$& - RS - SGS MGS LGS - 

9,691 

3,208.791 

292,463 
1,539,443 

5,020,698 

444,464 

1,214.016 
592,580 
95,629 

1,902.225 

408,632 

72.320 

408,535 

8,256,874 

1,106,615 
140,129 
753,601 
92,689 

2,093,035 

(14,124,185) 
(5,517) 

(584,240) 

(14,713,942) 

95,182,462 

METHOD 

PLANT HELD FOR FUTURE USE TRANS RB-GUP-EPIS-T 

WORKING CAPITAL 

WORKING CAPITAL CASH 
WORKING CAPiTAL CASH EXCL SYS SALES 

SYSTEM SALES ADD BACK DEMAND 
SYSTEMSALESADDBACKENERGY 

PROD-DEMAND 
PROD-ENERGY 

TOTAL WORKING CAPITAL CASH 

WORKING CAPrrAL CASH - ADJUSTMEN 

WORKING CAPiTAL MATERIALS & SUPPLIES 
FUEL PROD-ENERGY 
PRODUCTION PROD-DEMAND 
TRANSMISSION AND DISTRIBUTION TDPLANT 

TOTAL MATERIALS & SUPPLIES 

WORKING CAPiTAL MATERIALS 8 SUPPLIES -ADJUSTMENT 

WORKING CAPiTAL PREPAYMENTS RE-GUP-EPIS 

WORKING CAPITAL PREPAYMENTS - ADJUSTMEN 

TOTAL WORKING CAPITAL FORMULA 

CONSTRUCTION WORK IN PROGRESS 
PRODUCTION 
TRANSMISSION 
DlSTRlELmON 
GENERAL 

TOTAL CWIP 

RATE BASE OFFSEFS 
DEFERRED FIT 
CUSTOMER ADVANCES 
CUSTOMER DEPOSITS 

TOTAL RATE BASE OFFSETS 

TOTALRATEBASE FORMULA 



OPERATING REVENUES 
TOTAL REVENUE 
TOTAL REVENUE YEAR END CUSTOMERS 
SALES OF ELECTRICW 

OTHER OPERATING RMNUES 
FORFEITED DISCOUNTS 
MISCELLANEOUS SERVICE REVENUE 

RENT FROM ELECTRIC PROP WLES 
RENT FROM ELECTRIC PROP OTHER DIST 

OTHER ELECTRIC REVENUE DIST 
OTHER ELECTRIC REVENUE WHEELING 
OTHER ELECTRIC REVENUE PRODUCTlON 

TOTAL OTHER OPERATING REVENUES 

OTHER OPERATING REVENUE - ADJUSTMENT 

TOTAL OPERATING REVENUE 

METHOD 

REVSALES 
REVYEC 

FORT 
RB-GUP-EPIS-D 

RE-GUP-EPIS-D 
TRANS-TOTAL 
PROD-ENERGY 

OFFICE OF THE ATTORNEY GENERAL 
12CP - KPCo CLASS COST OF SERVlCE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 

TOTAL 
a - RS - SGS - LGS 



Rebuttal Exhlblt DHBK-R1 
Pagesot 11 

OFFICE OF THE ATTORNEY GENERAL 
1XP - KPCO CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 

TOTAL 
&.,p& - RS - SGS - MGS - LGS - QP - MW METHOD 

OPERATION AND MAINTENANCE EXPENSE 

08M MPENSE PRODUCTION 
GENERATION EXPENSE DEMAND 
GENERATION MPENSE ENERGY 
GENERATION MPENSE FUEL 

PROD-DEMAND 
PROD-ENERGY 
PROD-ENERGY 

SYSTEM SALES 
SYSTEM SALES 

PROD-DEMAND 
PROD-ENERGY 

PURCHASED POWER DEMAND 
PURCHASED POWER ENERGY 

PROD-DEMAND 
PROD-ENERGY 

SYSTEM CONTROL PROD-DEMAND 

TOTAL PRODUCTION EXPENSES 

08M EXPENSE TOTAL TRANSMISSION TRANS-TOTAL 

DISTRIBUTION OPERATION MPENSE 
580 SUPERVISION 8 ENGINEERING TOTOXEXP 

DIST-CPD 
DIST-CPD 
DIST-OHLINES 
DIST-UGLINES 
DIST-SL 
DIST-MEERS 
DIST-PCUST 
RB-GUP-EPIS-D 
RB-GUP-EPIS-D 
FORMULA 

581 LOAD DISPATCHING 
582 STATION EXPENSES 
583 OVERHEAD LINES 
584 UNDERGROUND LINES 
585 STREET LIGHTING 
586 METERS 
587 CUSTOMER INSTALLS 
588 MISCELLANEOUS DISTRIBUTION 
589 RENTS 
TOTAL DISTRIBUTION OPER EXP 

DISTRIBUTION MAINTENANCE EXPENSE 
590 SUPERVISION 8 ENGINEERING TOTMXEXP 

DIST-CPD 
DIST-CPD 
TOTOHLINES 
TOTUGLINES 
DIST-TRANSF 
DIST-SL 
DlcM€IERS 
DIST-OL 
FORMULA 

591 STRUCNRES 
592 STATION EQUIPMENT 
593 OVERHEAD LINES 
594 UNDERGROUND LINES 
595 LINE TRANSFORMER 
596 STREET LIGHTING 
597 METERS 
598 MlSC DISTRIBUTION PLANT 
TOTAL DISTRIBmON MAIM EXP 

CUSTOMER ACCOUNTS 
901 SUPERVISION 
902 METER READ 
903 CUSTOMER RECORDS 
904 UNWLLECTlBLES 
905 MISCELLANEOUS 
TOTAL CUSTOMER ACCOUNTS 

TOTOX234 
CUSTST902 
cusr-903 
CUST-TOTAL 
TOTOX234 

TOTAL CUSTOMER SERVlCES CUST-TOTAL 
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OFFICE OF THE ARORNEY GENERAL 
12CP - KPCo CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 

TOTAL 
RS - - MGS - LGS METHOD 

ADMINISTRATIVE & GENERAL MPENSE 
A&G PRODUCTION DEMAND PROD-DEMAND 

PROD-ENERGY 
EXP-OM-TK4N 
EXP-OM-DlST 
MP-OM-CUSTACCT 
EXP-OM-CUSTSERV 

ABGPRODUCTIONENERGY 
A&G TRANSMISSION 
A&G DISTRIBUTION 
ABG CUSTOMER ACCOUNTS 
ABG CUSTOMER SERVICE 

A&G REGULATORY RECLASSIFIED FORMULA 

TOTAL A & G EXPENSES 

TOTAL OBM EXPENSES 
OPERATION & MAINTENANCE EXPENSE - ADJUSTMENT 
ADJUSTED OPERATING AND MAINTENANCE EXP FORMULA 

DEPRECIATION MPENSE 
PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL PLANT 

TOTAL DEPRECIATION EXPENSE 
DEPRECIATION MPENSE - ADJUSTMENT 
AblUSlED DEPRECIATION EXPENSE 

TAXES OTHER M A N  INCOME 
FEDERAL INSURANCETAX 
FEDERAL UNEMPLOYMENT TAX 

FORMULA 

LABOR-M 
LABOR-M 
TDPLANT 
RB-GUP 
RB-GUP 
LABOR-M 
FORMULA 
RB-GUP 
PROD-DEMAND 
RB-GUP 
LABOR-M 
LABOR-M 

KENTUCKY SALES & USE TAX 
KENTUCKY WE PRS & FRANCHISE TAX 
LOUlSfANA REAL & PERSONAL PROPERM TAX 
KENTUCKY UNEMPLOYMENTTAX 
KENTUCKY PSC MAINTENANCE TAX RECLASSIFIED 
KENTUCKY LICENSE TAX 
OHIO FRANCHISETAX 
WEST VIRGINIA RE4L 8 PERSONAL PROPERW TAX 
WEST VIRGINIA UNEMPLOYMENT TAX 
WESTVlRGlNlA FRANCHISETAX 
WEST VIRGINIA LICENSE TAX 
WYOMING LICENSE TAX 
FRINGE BENEFIT LOADING FICA 

LABORIM 
PROD-DEMAND 
LABOR M 

FRINGE BENEFIT LOADING FUT ~ A E ~ O R ~ M  
MOR-M 
RB-GUP 

FRINGE BENEFIT LOADING SUT 
WE PRS FRANCHISE - CARRS TAX 

TOTAL TAXES OTHER THAN INCOME 
TAXES OTHER THAN INCOME TAXES - ADJUSMEM 
ADJUSTED TAXES OTHER THAN INCOME TAX FORMULA 

TOTAL OPERATING REVENUE 

TOTALOPERATINGEXPENSEBEFORETAXES 

GROSS OPERATING INCOME FORMULA 

INTEREST CHARGE TAX 
INTEREST SYNCRONIZATION TAX 

RATEBASE 
RATEBASE 

NET OPER INCOME BEFORE INCOME TAX 
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OFFICE OF THE ATTORNEY GENERAL 
12CP - KPCo CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 

INCOME TAXES 

SCHEDULE M INCOME ADJUSTMENTS 
BOOK VS TAX DEPRECIATION NORMALIZED 
BOOK VS TAX DEPRECIATION F L O W R U  
ABFUDC 
INTEREST CAPITALIZATION 
CUSTOMER ADVANCES 
PROVISION FOR POSSIBLE REVENUE REFUNDS 
PERCENT REPAIR ALLOWANCE 
REMOVAL COSTS 
DEFERREDFUEL 
TAX AMORTIU\TION OF POLLUTION CONTROL 
CAPITALIZED RELOCATION COSTS 
MTM BOOK GAIN ABOVE THE LlNE TAX DEFERRAL 
PROVISION FOR WORKERS COMP 
ACCRUED BOOK PENSION EXPENSE 
SUPPLEMENTAL EXECUTIVE RETIREMENT 
ACCRUED BOOK SUPPLEMENTAL SAVINGS PLAN M P  
BOOK PROVISION UNCOLLECllBLE ACCOUNTS 
REG ASSET ON UNREALIZED LOSS FWD CMMT 
PROVISION FOR TRADING CREDrr RISK ABOVE THE LlNE 
AOFUDC - HWJ 
POST RETIREMENT BENEFIT PAYMENT 
ADVANCE RENTAL INCOME 
BOOK AMORllZATlON LOSS REAQUIRED DEBT 
NONDEDUCTIBLE MEALS 8 TRAVEL EXPENSE 
VACATION PAY SEC 481 
SEC 481 3-YR ADJ PROPERTY TAX 
DEFERRED COMPENSATION PAYMENTS 
ACCRUED STATE INCOME TAX EXPENSE 
ACCRUEDRTOCARRYINGCHARGES 
REG ASSET ON DEFERRED RTO COSTS 
DEFERRED BOOK CONTRACT REVENUE 
DEFERREDDEMANDSIDEMANAGEMENTEXPENSE 
BOOK > TAX BASIS - EMA AX: 283 
DEFERRED TAX GAIN INTERCO SALE EMA 
DEFERRED TAX GAIN EPA AUCTION 
REG ASSET UNREALIZED MTM GAIN DEFERWU. 
REG ASSET DEFERRED EQUrrY CARRYING 
CAPITALIZED SOFNVARE COSTS TAX 
CAPITALIZED SOFWARE COSTS BOOK 
BOOK LEASES CAPITALIZED FOR TAX 
ACCRUED SFAS 112 POST EMPLOYMENT BENEFITS 
BOOK DEFFERAL MERGER COSTS 
SFAS 109 DEFERRED SIT LIABILW 
REG ASSET SFAS 109 DEFERRED SIT LIABILITY 
REG ASSET ACCRUED SFAS 112 
1977 - 1980 IRS AUDIT SETTLEMENT 
1985- 1987 IRS AUDIT S€lllEMENT 
IRS AUDIT SElTLEMENTS PERM 
MANUFACTURING DEDUCTION 

TOTAL SCHEDULE M ADJUSTMENTS 

SCHEDULE M - ADJUSTMENT 

METHOD 

RB-GUP 
RB-GUP 
RB-CWP 
RB-GUP 
CUST-TOTAL 
REV 
RE-GUP 
RB-GUP 
FUELREV 
PROD-DEMAND 
RB-GUP 
PROD-ENERGY 
LABOR-M 
LABOR-M 
LABOR-M 
LABOR-M 
CUST-TOTAL 
PROD-ENERGY 
PROD-ENERGY 
BULK-TRANS 
RB-GUP 
REV-OTHER 
RB-GUP 
!ABOR-M 
LABOR-M 
RB-GUP 
LABOR-M 
REV 
RB-GUP-EPIS-T 
RB-GUP-EPIS-T 
REV 
W R - M  
PROD-ENERGY 
PROD-ENERGY 
PROD-ENERGY 
PROD-ENERGY 
RB-GUP-€PIS-T 
RB-GUP 
RB-GUP 
RB-GUP 
LABOR-M 
REV 
REV 
REV 
LABOR-M 
REV 
REV 
REV 
PROD-DEMAND 

TOTAL 
E!s @ LGS - 

(653,551) 
774,187 
~29.368) 
51.365 

4 
10,167 

(32,777) 
(580,695) 
(549, rot) 

(1.383.197) 
(20,649) 

(599,028) 
(20,355) 
67,353 
2,013 
7,321 

(2,274) 
19,987 
6,626 
1,305 

(12,259) 
(2,711) 
8.872 
3,449 

13,489 
23 

(2,487) 
11,754 

(17,129) 
(8,775) 
(1,342) 

275,992 
210,910 
(10,765) 
(43.147) 
381,359 
25,593 
(1,190) 

123.956 
(55,664) 
(24,844) 
65,094 

(880,966) 
880,956 
20,409 
(2,180) 

(101) 
834 

(73,017) 

(2,054,545) 

538,229 
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OFFICE OF THE ATTORNEY GENERAL 
1 X P  - KPCo CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 

BONUS DEPRECIATION ADJUSTMENT FOR STATE 

STATE TAXABLE INCOME 

STATE INCOME TAX KENTUCKY 
STATE INCOME TAX OHIO 
STATE INCOME TAX WEST VIRGINIA 
TOTAL STATE INCOME TAXES 

TAXABLE OPERATING INCOME 

GROSS CURRENT FIT 
FEEDBACK PRIOR KC NORMALIZATION TAX 

CURRENT FIT AND ITC 

DEFERRED FTT- CURRENT YEAR 

DIFIT FOR BOOK VS TAX DEPRECIATION NORMALIZED 
ABFUDC 
WSEC 482 PENSlONlOPEB ADJUSTMENT 
INTEREST CAPITALIZATION 
CUSTOMER ADVANCES 
PERCENT REPAIR ALLOWANCE 
TAX AMORTIZATlON POLLUTION CONIROL 
CAPWIZED RELOCATION COSTS 
MTM BOOK GAIN ABOVE THE LlNE TAX DEFERRAL 
PROVlSlON FOR WORKERS COMP 
ACCRUED BOOK PENSION EXPENSE 
SUPPLEMENTAL EXECUTIVE RETIREMENT 
ACCRUED BOOK SUPPLEMENTAL SAVINGS PLAN EXP 
POST REllREMENT BENEFIT 
DEFERRED FUEL EXPENSE 
PROVISION FOR POSSIBLE REVENUE REFUNDS 
BOOK PROVISION UNCOLLECTIBLE ACCOUNTS 
REG ASSET UNREALIZED LOSS FWD CMMT 
PROVISION FOR TRADING CREDIT RISK ABOVE THE LlNE 
DEFERRED COMPENSATION BOOK EXPENSE 
ACCRUED STATE INCOME TAX EXPENSE 
ACCRUED RTO CARRYING CHARGES 
REGASSETONDEFERREDRTOCOSTS 
DEFERRED BOOK CONTRACT REVENUE 
DEFERRED DEMAND SIDE MANAGEMENT EXPENSE 
BOOK > TAX BASIS - EMA AIC 283 
DEFERRED TAX W N  INTERCO SALE EMA 
DEFERRED TAX GAIN EPA AUCTION 
REG ASSET UNREAL MTM GAIN DEFERRAL 
REG ASSET DEFERRED EQUITY CARRYING 
CAPITALIZED SOFWARE COST TAX 
CAPITALIZED SOFTWARE COST BOOK 
BOOK LEASES CAPITALIZED FOR TAX 
ADVANCE RENTAL INCOME 
BOOK AMORTEATlON LOSS REAQUIRED DEBT 
ACCRUED SFAS 112 POST EMPLOYMENT BENEFITS 
BOOK DEFFERAL MERGER COSTS 
REG ASSFT ACCRUED SFAS 112 
1977 - 1980 IRS AUDIT SEITLEMENT 
1985 - 1987 IRS AUDIT SETTLEMENT 
DEFERRED VACATION ACCRUAL 
FEDERAL INCOME TAX - DEFERRED - ADJUSTMENT 
TOTAL CURRENT YEAR DFlT 

METHOD 

RB-GUP 

FORMULA 

FORMULA 
FORMULA 
FORMULA 

FORMULA 

FORMULA 
RB-GUP 

FORMULA 

RB-GUP 
RB-CWP 
LABOR-M 
RB-GUP 
CUST-TOTAL 
RB-GUP 
PROD-DEMAND 
RB-GUP 
PROD-ENERGY 
LABOR-M 
LABOR-M 
LABOR-h4 
LABOR-M 
RB-GUP 
FUELREV 
REV 
CUST-TOTAL 
PROD-ENERGY 
PROD-ENERGY 
LABOR-M 
REV 
RB-GUP-EPIS-T 
RB-GUP-EPIS-T 
REV 
LABOR-M 
PROD-ENERGY 
PROD-ENERGY 
PROD-ENERGY 
PROD ENERGY 
RB-GUP-EPIS-T 
RB-GUP 
RB-GUP 
RB GUP 
RG OTHER 

GOR-M 
REV 
LABOR-M 
REV 
REV 
LABOR-M 

TOTAL 
RETAlL - RS - SGS @ LGS - 

(6,172) 

2,528,461 

176,992 
3,914 
1,068 

181,974 

2,352,660 

823,430 
(127,686) 

695,745 

197,938 
11,122 

(7) 
(17,978) 

(1) 
11.472 

484,119 
7,227 

209,660 
7,124 

(23,573) 
(705) 

(2,562) 
(27,992) 
192.186 

(3,558) 
796 

(6,995) 
(2,319) 

870 
(4,114) 
5,995 
3,071 

470 
(96,597) 
(73,818) 

3,768 
15,102 

(133,476) 
(8,958) 

416 
(43,384) 
19,482 

949 
(3,105) 
8,696 

(22,783) 
(7,143) 

763 
35 

(4,721) 
(149,471) 
547,999 
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DEFERRED FIT - PRIOR YEXR 
TAXES CAPITALIZED 
PENSIONS CAPITALIZED 
SAVING PLAN CAPITALIZED 
ABFUDC 
INTEREST CAPITALIZED 
ADR REPAIR ALLOWANCE 
BOOK VS TAX DEPRECIATION 

TOTAL PRIOR YEAR DFIT 

FEDERAL INCOME TAXES 
TOTAL INCOME TAXES 

TOTALEXPENSES 

NET OPERATING INCOME 

AFUDCOFFSET 
PRODUCTION 
TRANSMISSION 
DISIRIBUTION 
GENERAL 
AFUDC OFFSET 

AFUDC OFFSET ADJUSTMENT - ADJUSTMENT 

ADJUSTED NET OPERATING INCOME 

METHOD 

RB-GUP 
RE-GUP 
RE-GUP 
RB-CWIP 
RE-GUP 
RB-GUP 
RB-GUP 

FORMULA 

FORMULA 

FORMULA 

PROD-DEMAND 
TRANS-TOTAL 
RE-GUP-EPIS-D 
MOR-M 

FORMULA 

OFFICE OF THE ATTORNEY GENERAL 
12CP - KPCO CLASS COST OF SERWCE STUDY 

W L V E  MONTHS ENDED JUNE 30,2005 

TOTAL 
RS - - SGS LGS - 

(7,021) 
(942) 
(448) 

(56.700) 
27,519 

(42,789) 
(55,917) 

(136,298) 

1,107,446 
1,269,420 

36,727.254 

5,822,620 

46,611 
10,555 
10,119 
1,646 

68,932 

70.856 

5,962,407 
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OFFICE OF THE ATTORNEY GENERAL 

REVENUE REQUIREMENT ANALYSIS 
TOTAL RATE BASE 

ADJUSTED NET OPERATING INCOME 

CURRENT RATE OF RETURN 

TOTAL EXPENSES 

1 X P  - KPCo CLASS COST OF SERVICE STUDY 
TWELVE MONTHS ENDED JUNE 30,2005 

TOTAL 
METHOD CATEGORY REFAfL - RS SGS MGS - LGS - QP CIp-tOD - MW a a 

FORMULA 

FORMULA 

TOTAL OPERATING REVENUE FORMULA 346,056,753 
LESS: 
OTHER OPERATING REVENUE FORMULA 8,713,065 
SALES OF ELECTRICITY FORMULA 337,343,688 

PROPOSED RATE OF RETURN 

REQUIRED INCOME 

INCOME INCREASE 

GROSS REVENUE CONVERSION FACTOR 

PROPOSED REVENUE INCREASE 
%REVENUE INCREASE 

TOTAL REVENUE REQUIRED 
LESS: 

FORMULA 

FORMULA 

FORMULA 

OTHER OPERATING REVENUE FORMULA 8,713,065 5,095,871 243,958 1,095.981 910,611 411.105 662.398 9,207 250.747 33,187 
REQUIRED RATE REVENUE FORMULA 402,139.927 165,598,634 7,374,636 45.380,651 48,355,182 44,231,003 83,689,239 420,810 6,130,512 959.260 
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Pmductlcn Allocator 

Bulk Transmfsslon Allocator 

Sub Transmlsslon Allocator 

Transrnlsston Total 

RB-GUP-EPIS-P 

RB-GUP-EPIS-T 

OFFICE OF THE ATTORNEY GENERAL 
12CP - KPCo CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30.20% 

TOTAL 
METHOD CATEGORY RETAlL - RS - SGS - LGS - QP cIp.ToD - MW - OL % 

KPCo FORMULA 

12 GP 

KPCo FORMULA 1 0 0 . ~ 0 %  42.5076% 0.91 15% 8.8934% 11.6359% 12.4549% 23.4653% 0.0815% 0.0402% 0.0095% 
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CALCULATION OF B-I-P DEMAND ALLOCATOR 
Rebuttal Exhibii DHBK- R2 

Page I of I 

BASE BASE BASE INTERMEDIATE INTERMEDIATE INTERMEDIATE PEAK PEAK PEAK 
Production 
and 
Transmission 
51-P 
Allocator 

Off-Peak Class Total Intermediate Class Total System Class Total 
Loss Off-Peak Off-Peak Coincident Intermediate Coincident System 
Adjusted Average Average Percent Peak Coincident Percent Peak Coincident Percent 
Energy Demand Demand Of Total Adjusted Peak Of Total Adjusted Peak Of Total 

SGS 41,537,098 8,129 8,129 1.02% 14,547 14,547 1.26% 17,209 17,209 1.11% 

MGS-SEC 318,205,805 62,271 
MOS-PRI 10.250.695 2.006 
MGS-SUB 2;400;760 470 1 i491 687 
MGS-TOTAL 64,747 8.12% 130,069 11.27% 122,906 7.91% 

LGSSEC 303,592.218 59,411 
LGS-PRI 65,057,258 12,731 
LGSSUB 60,373,992 11,815 15,207 23,659 
LGS-TOTAL 83,958 10.53% 122,158 10.58% 171,627 11.04% 

QP-PRI-C 568.948 711 
QP-PRIM 134,609,294 26,342 
QPSUB 349,134,007 68,324 
QP-TRAN 20,270,289 3,967 4,714 4.374 
QP-TOTAL 98,744 12.38% 133,809 I I .59% 142,184 9.15% 

CIP-SUB 1,150,904,956 225,226 230,951 230.492 
CIP-TRAN 153,493.591 30,038 24,835 25,773 
CIP-TOTAL 255,264 32.01% 255,786 22.16% 256,265 16.49% 

TOTAL 4,075,485,655 797,551 797,551 100.00% 1,154.371 1,154,371 100.00% 1,554,435 1354,435 100.00% 

Base Period Portion of Peak Demand 1-1 

Base Period Average Demand 

Demand in Ex- of Base 

lntermediate Portion of Excess of Base 

lntermediate Portion of Total AIlocation 

Peak Portion of Total Allocation 

Data Source: KPCo Response to AG 1st Data Request - Item 181, page 7 and 11. 
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RATE BASE 
GROSS UTILITY PLANT 
TOTAL DEPRECIATION RESERVE 

Rebuttal Exhibit DHBK-R3 
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OFFICE OF THE AlTORNEY GENERAL 
B-I-P - KPCO CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 
Summary 

TOTAL 
RETAIL - RS - SGS - MGS - LGS QP - CIP-TOD - MW a SL 

NET UTILITY PLANT 903,939,686 462,116,035 16.1 31,332 86.91 2,721 95,210,931 73,891,373 145.300,868 843,587 20,780.1 27 2.752.71 2 

TOTAL CWlP 19,159,718 10,020,253 363.725 1,859,700 1,993.539 1,456.21 5 2,885,727 18,141 496.887 65,533 
PLANT HELD FOR FUTURE USE TRANS 83,282 34,424 840 7.308 9,197 10,089 21,056 71 247 50 
TOTAL WORKING CAPITAL 73,842,577 30.262,623 1,004.424 6,691,642 8,183,009 8,503,486 18,220,784 71,236 801.417 103,956 
TOTALRATEBASEOFFSETS (1 38,581,504) (73,691,885) (2,424,056) (1 3,601,776) (1 4.71 3,942) (1 1,437,121) (1 9,404,758) (1 20,732) (2,660,796) (325,583) 

TOTAL RATE BASE 858.443.759 426,741,449 15,076,265 81 -669.595 90,682,733 72,424,041 147,023,677 812,303 19.417.883 2.596.667 

OPERATING RWENUES 
SALES OF ELECTRICITY 
OTHER OPERATING REVENUE 
TOTAL OPERATING REVENUE 346,056,753 135,183,814 6,640,836 41 ,I 45.61 6 42,548,853 39.433.895 74,650,184 376,251 5,028,158 849,146 

OPERATING EXPENSES 
ADJUSTED OPERATING AND MAINTENANCE EXP 266.996.120 116,869,593 4,321,153 24,325,483 28,438.304 27,925,640 60,442.094 253.393 3,942,364 458,096 
ADJUSTED DEPRECIATION EXPENSE 47.698.792 24,769,872 890,229 4,604,128 4,996,444 3,758,051 7,305,324 44,466 1 ,I 78.1 16 152,162 
ADJUSTED TAXES OTHER THAN INCOME TAX 9,198,011 4,701.552 163,522 895,283 1,007,299 799,621 1,408,259 8,249 191.239 22.986 
TOTAL STATE INCOME TAXES (1,348,227) (2,335,824) 61 .I 16 527.629 181,974 162.01 8 69,434 2,909 (34,139) 16,657 
FEDERAL INCOME TAXES (3,660,566) (9,929,503) 287.508 2,556.081 1,067,042 1 .I 12,168 1,316,054 15,350 (1 57,720) 72,454 
TOTAL EXPENSES 318,884,731 734,095,691 5,723,528 32.908.604 35,691,063 33.757.498 70,541,166 324,367 5,119,859 722,355 

NET OPERATING INCOME 
AFUDC OFFSET 
ADJUSTED NET OPERATING INCOME 

RATE OF RETURN % 
RATE OF RETURN INDEX 
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OFFICE OF THE ATTORNEY GENERAL 
B-18 - KPCO CLASS COST OF SERVICE STUDY 

WELVE MONTHS ENDED JUNE 30,2005 

TOTAL 
RS - - SGS - MGS - LGS 

452,727,608 452,727,608 188,565,735 4,967,015 39,779.959 48,314.890 
ELECTRIC PLANT IN SERVICE 
PRODUCTION PLANT DEMAND 

METHOD 

PROD-DEMAND 

TRANSMISSION PLANT OTHER DEMAND TOTAL 
TRANSMISSION PLANT GSU TOTAL 
TRANSMISSION PLANT 

TRANS-TOTAL 
PROD-DEMAND 

DISTRIBUTION PLANT 
360 LAND AND LAND RIGHTS 
361 STRUCTURES AND IMPROVEMENTS 
362 STATION EQUIPMENT 

DIST-CPD 
DIST-CPD 
DIST-CPD 
DIST-POLES 
DIST-OHLINES 
DIST-UGLINES 
DIST-UGLINES 
DIST-TRANSF 
DIST-SERV 
DIST-METERS 
DIST-OL 
DIST_OL 
DIST-SL 

364 POLES 
365 OVERHEAD LINES 
366 UNDERGROUND CONDUr 
367 UNDERGROUND LINES 
368 TRANSFORMERS 
369 SERVICES 
370 METERS 
371 INSTALLATIONS ON CUST PREMISES 
372 LEASED PROP ON CUST PREMISES 
373 STREET LlGKTlNG 

DISTRIBUTION PLANTTOTAL 

PTD PLANT 

GENERAL PLANTTOTAL 

FORMULA 

LABOR-M 

BULK-TRANS HR-J 765 LINE - AFUDC 

ELECTRIC PLANT IN SERVICE 

ELECTRIC PLANT IN SERVICE - ADJUSTMENT 

GROSS UTILITY PLANT FORMULA 

DEPRECIATION RESERVE 
PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL 

HR-J POST IN-SERVICE BULK-TRANS 

TOTAL DEPRECIATION RESERVE 

NET UTILITY PLANT FORMULA 
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OFFICE OF THE ATTORNEY GENERAL 
B-l-P - KPCO CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 

PLANT HELD FOR FUTURE USE TRANS 

WORKING CAPITAL 

WORKING CAPITAL CASH 
WORKING CAPITAL CASH M C L  SYS SALES 

SYSiEMSALESADDBACKDEMAND 
SYSTEM SALES ADD BACK ENERGY 

TOTAL WORKING CAPITAL CASH 

WORKING CAPITAL CASH - ADJUSTMENT 

METHOD 

RB-GUP-EPIS-T 

PROD-DEMAND 
PROD-ENERGY 

WORKING CAPITAL MATERIALS & SUPPLIES 
FUEL PROD-ENERGY 
PRODUCTlON PROD-DEMAND 
TRANSMISSION AND DISTRIBUTION TDPIANT 

TOTAL MATERIALS 8 SUPPLIES 

WORKING CAPITAL MATERIALS & SUPPLIES - ADJUSTMENT 

WORKING CAPrrAL PREPAYMENTS RB-GUP-EPIS 

WORKING C A P W  PREPAYMENTS - ADJUSTMENT 

TOTAL WORKING CAPITAL FORMULA 

CONSTRUCTION WORK IN PROGRESS 
PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL 

TOTAL CWlP 

RATE BASE OFFSETS 
DEFERRED FIT 
CUSTOMER ADVANCES 
CUSTOMER DEPOSITS 

TOTAL RATE BASE OFFSETS 

TOTALRATEBASE FORMULA 

TOTAL 
RS - MGS - LGS - CIP cIp=ToD - MW - OL - SL 
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OPERATING REVENUES 
TOTAL REVENUE 
TOTAL REVENUE YEAR END CUSTOMERS 
SALES OF ELECTRICITY 

OTHER OPERATlNG REVENUES 
FORFEITED DISCOUNTS 
MISCELLANEOUS SERWCE REVENUE 

RENT FROM ELECTRIC PROP POLES 
RENT FROM ELECTRIC PROP OTHER DlST 

OTHER ELECTRIC REVENUE DIST 
OTHER ELECTRIC REVENUE WHEELING 
OTHER ELECTRIC REVENUE PRODUCTION 

OTHER O P E W N G  REVENUE - ADJUSTMENT 

TOTAL OPERATING REVENUE 

REVSALES 
REWEC 

FORT 
RB-GUP-EPIS-D 

RB-GUP-EPIS-D 
TRANS-TOTAL 
PROD-ENERGY 

OFFICE OF THE ATTORNEY GENERAL 
B-I-P - KPCO CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 

TOTAL 
RS - - SGS MtS - LGS 
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OFFICE OF THE ATTORNEY GENERAL 
&I-P - KPCO CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30.2005 

TOTAL 
RETAIL - RS - SCS MGS - LGS ix QP-TOD - MW - OL METHOD 

OPERATION AND MAINTENANCE WPENSE 

08M MPENSE PRODUCTION 
GENERATION MPENSE DEMAND 
GENERATION EXPENSE ENERGY 
GENERATION MPENSE FUEL 

PROD-DEMAND 
PROD-ENERGY 
PROD-ENERGY 

SYSTEM SALES 
SYSTEM SALES 

PROD-DEMAND 
PROD-ENERGY 

PURCHASED POWER DEMAND 
PURCHASEDPOWERENERGY 

PROD-DEMAND 
PROD-ENERGY 

SYSTEM CONTROL 

TOTAL PRODUCTION MPENSES 

PROD-DEMAND 

OBM EXPENSE TOTAL TRANSMISSION TRANS-TOTAL 

DISTRIBUTION OPERATION EXPENSE 
580 SUPERVISION B ENGINEERING TOTOXMP 

DIST-CPD 
DIST-CPD 
DIST-OHLINES 
DIST-UGLINES 
Dl-L 
DIST-METERS 
DIST-PCUST 
RB-GUP-EPIS-D 
RB-GUP-EPIS-D 
FORMULA 

581 LOAD DISPATCHING 
582 STATION EXPENSES 
583 OVERHEAD LINES 
584 UNDERGROUND LINES 
585 STREET LlGKnNG 
586 METERS 
587 CUSTOMER INSTALLS 
588 MISCELLANEOUS DISTRIBUTION 
589 RENTS 
TOTAL DISTRIBUTION OPER EXP 

DISTRIBUTION MAINTENANCE EXPENSE 
590 SUPERVISION 8 ENGINEERING 
591 STRUCTURES 
592 STATION EQUIPMENT 
593 OVERHEAD LINES 
594 UNDERGROUND LINES 
595 LINE TRANSFORMER 
596 STREET LIGHTING 
597 METERS 

TOTMXMP 
DIST-CPD 
DIST-CPD 
TOTOHLINES 
TOTUGLINES 
DIST-TR4NSF 
DIST- SL 
DIST~METERS 
DIST-OL 
FORMULA 

598 M I X  DISTRIBUTION PIANT 
TOTAL DISTRIBUTION MAINT M P  

CUSTOMER ACCOUNTS 
901 SUPERVlSlON 
302 METER READ 
903 CUSTOMER RECORDS 

TOTOX234 
GUST-902 
CUST-903 
CUST-TOTAL 
TOTOX234 

904 UNCOLLECTIBLES 
905 MISCELLANEOUS 
TOTAL CUSTOMER ACCOUNTS 

TOTAL CUSTOMER SERVICES CUST-TOTAL 
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OFFICE OF THE ATTORNEY GENERAL 
B-l-P - KPCO CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 

TOTAL 
&p& SGS - MGS - LGS - METHOD 

ADMINISTRATIVE 8 GENERAL EXPENSE 
ABG PRODUCTION DEMAND PROD-DEMAND 

PROD-ENERGY 
EXP-CIM-TRAN 
EXP-OM-DIST 
EXP-OM-CUST'ACCT 
EXP-OM-CUSTSERV 

ABG PRODUCTION ENERGY 
A&G TRANSMISSION 
A&G DISmIBUTTON 
A&G CUSTOMER ACCOUNTS 
A&G CUSTOMER SERVICE 

A&G REGULATORY RECLASSIFIED FORMULA 

TOTAL A 8 G EXPENSES 

TOTAL O&M EXPENSES 
OPERATION 8 MAINTENANCE EXPENSE - ADJUSTMEN 
ADJUSTED OPERATING AND MAINTENANCE EXP 

IT 
FORMULA 

DEPRECIATION EXPENSE 
PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL PUNT 

TOTAL DEPRECIATION EXPENSE 
DEPRECIATION EXPENSE - ADJUSTMENT 
ADJUSTED DEPRECIATION EXPENSE FORMULA 

TAXES OTHER M A N  INCOME 
FEDERAL INSURANCE TAX 
FEDERAL UNEMPLOYMENTTAX 
KENNCKY SALES 8 USE TAX 

LABOR-M 
iABOR-M 
TDPLANT 
RB-GUP 
RB-GUP 
LAOR-M 
FORMULA 

KENTUCKY R E  PRS 8 FRANCHISE TAX 
LOUISIANA REAL 8 PERSONAL PROPERTY TAX 
KENTUCKY UNEMPLOYMEM TAX 
KENTUCKY PSC MAINTENANCETAX RECLASSIFIED 
KENTUCKY LICENSE TAX 
OHIO FRANCHISETAX 
WESTVlRGlNlA RUIL 8 PERSONAL PROPERTY TAX 
WEST VIRGINIA UNEMPLOYMENT TAX 
WESTVlRGlNIA FRANCHISE TAX 
WESTVIRGINIA LICENSE TAX 
WYOMING LICENSE TAX 
FRINGE BENEFIT LOADING FICA 
FRINGE BENEFIT LOADING FUT 

RB-GUP 
PROD-DEMAND 
RB GUP 
LAZOR-M 
LABOR-M 
LABOR-M 
PROD-DEMAND 
LABOR-M 
LABOR-M 
LABOR-M 
RB-GUP 

FRINGE BENEFIT LOADING SUT 
RIE PRS FRANCHISE - CARRS TAX 

TOTAL TAXES OTHER THAN INCOME 
TAXES OTHER THAN INCOME TAXES - ADJUSTMENT 
ADJUSTED TAXES OTHER THAN INCOME TAX FORMULA 

TOTAL OPERATING REVENUE 

TOTALOPERATINGEXPENSEBEFORETAXES 

GROSS OPERATING INCOME 

INTEREST CHARGE TAX 
INTEREST SYNCRONIZATION TAX 

NET OPER INCOME BEFORE INCOME TAX 

FORMULA 

RATEBASE 
RATEBASE 



Rebuttal W l b t t  DHBK-R3 
Page 7 of 11 

OFRCE OF THE ATTORNEY GENERAL 
B4-P - KPCo CLASS COST OF SERVlCE STUDY 

TWELVE MONTHS ENDED JUNE 30.2005 

INCOME TAXES 

SCHEDULE M INCOME ADJUSTMENTS 
BOOK VS TAX DEPRECIATION NORMALIZED 
BOOK VS TAX DEPRECIATION FLOWTHRU 
ABFUDC 
INTEREST CAPITALlZATlON 
CUSTOMER ADVANCES 
PROVISION FOR POSSIBLE REVENUE REFUNDS 
PERCENT REPAIR ALLOWANCE 
REMOVAL COSTS 
DEFERREDFUEL 
TAX AMORTEATION OF POLLUTION CONTROL 
CAPKALIZED RELOCATION COSTS 
MTM BOOK GAIN ABOVE THE LINE TAX DEFERRAL 
PROVISION FOR WORKERS COMP 
ACCRUED BOOK PENSION EXPENSE 
SUPPLEMENTAL EXECUTIVE REllREMENT 
ACCRUED BOOK SUPPLEMENTAL SAVINGS PLAN EXP 
BOOK PROVISION UNCOLLECTlBLE ACCOUNTS 
REG ASSET ON UNREALIZED LOSS FWD CMMT 
PROVISION FOR TRADING CREDIT RISK ABOVE THE LIF 
AOFUDC - HWJ 
POST RETIREMENT BENEFIT PAYMENT 
ADVANCE RENTAL INCOME 
BOOK AMORTIZATION LOSS REAQUIRED DEBT 
NONDEDUCTIBLE MEALS 8 TRAVEL EXPENSE 
VACATION PAY SEC 481 
SEC 481 5YRADJ PROPERT TAX 
DEFERRED COMPENSATION PAYMENTS 
ACCRUED STATE INCOME TAX EXPENSE 
ACCRUED RTO CARRYING CHARGES 
REGASSETONDEFERREDRTOCOSrS 
DEFERRED BOOK CONTRACT REVENUE 
DEFERREDDEMANDSIDEMANAGEMEMEXPENSE 
BOOK > TAX BASIS - EMA N C  283 
DEFERRED TAX GAlN INTERCO SALE EMA 
DEFERRED TAX GAlN EPA AUCTION 
REG ASSET UNREALIZED MTM GAlN DEFERRAL 
REG ASSET DEFERRED EQUITY CARRYING 
CAPITALIZED S O W A R E  COSTS TAX 
CAPITALIZED S O W A R E  COSTS BOOK 
BOOK LEASES CAPITALIZED FOR TAX 
ACCRUED SFAS 112 POST EMPLOYMENT BENEFITS 
BOOK DEFFERAl MERGER COSTS 
SFAS 109 DEFERRED SIT LIABILITY 
REG ASSET SFAS 109 DEFERRED SIT LIABILITY 
REG ASSET ACCRUED SFAS 112 
1977 - 1980 IRS AUDIT SETTLEMENT 
1985- 1987 IRS AUDITSETKEMENT 
IRS AUDIT SETTLEMENTS PERM 
MANUFACTURING DEDUCTION 

TOTAL SCHEDULE M ADJUSTMENTS 

SCHEDULE M - ADJUSTMENT 

METHOD 

RB-GUP 
RB-GUP 
RB-CWIP 
RB-GUP 
CUST-TOTAL 
REV 
RB-GUP 
RB-GUP 
FUELREV 
PROD-DEMAND 
RB GUP 
PROD-ENERGY 
LABOR-M 
LABOR-M 
LABOR-M 
LABOR-M 
CUST-TOTAL 
PROD-ENERGY 
PROD ENERGY 

RE-G~JP 
REV-OTHER 
RB GUP 
LAEOR-M 
-OR-M 
RB-GUP 
LABOR-M 
REV 
RB-GUP-EPIS-T 
RB-GUP-EPIS-T 
REV 
LABOR-M 
PROD-ENERGY 
PROD-ENERGY 
PROD-ENERGY 
PROD ENERGY 
RB-GCP-EPIS-T 
RB-GUP 
RB-GUP 
RB-GUP 
LABOR-M 
REV 
REV 
REV 
LABOR-M 
REV 
REV 
REV 
PROD-DEMAND 

TOTAL 
&g&!!= - RS - SGS - MGS LGS - 

(663,551) 
774,187 
(29,368) 
51,365 

4 
10,167 

(32.777) 
(5ao,635l 
(549,101) 

(1,267,757) 
(20,649) 

(599,028) 
(20,355) 
67,353 
2,013 
7,321 

(2,274) 
19,987 
6,626 
1,305 

(12.259) 
(2,711) 
8.872 
3,449 

13,489 
23 

(2,487) 
11,754 

(17,129) 
(8,775) 
(1,342) 

275,992 
210,910 
(10,765) 
(43,147) 
381,359 
25,593 
(1,190) 

123,956 
(55,664) 
(24.844) 
65,094 

(880,956) 
880,956 
20,409 
(2, $80) 

(101) 
834 

(66,923) 

(1,933,010) 

538,229 
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OFFICE OF THE ATTORNEY GENERAL 
B-l-P - KPCO CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 

BONUS DEPRECIATION ADJUSTMENT FOR STATE 

STATE TAXABLE INCOME 

STATE INCOME TAX KENTUCKY 
STATE INCOME TAX OHIO 
STATE INCOME TAX WEST VIRGINIA 
TOTAL STATE INCOME TAXES 

TAW\BLE OPERATING INCOME 

GROSS CURRENT FIT 
FEEDBACK PRIOR ITC NORMALIZATION TAX 

CURRENT FIT AND ITC 

DEFERRED FIT - CURRENT YEAR 

DlFIT FOR BOOK VS TAX DEPRECIATION NORMALIZED 
ABFUDC 
WSEC 482 PENSIOWOPEB ADJUSTMENT 
INTEREST CAPITALIZATION 
CUSTOMER ADVANCES 
PERCENT REPAIR ALLOWANCE 
TAX AMORNATION POLLUTION CONTROL 
CAPITALIZED RELOCATON COSTS 
MTM BOOK GAlN ABOVE M E  LlNE TAX DEFERRAL 
PROVlSlON FOR WORKERS COMP 
ACCRUED BOOK PENSION EXPENSE 
SUPPLEMENTAL EXECUTIVE RETIREMENT 
ACCRUED BOOK SUPPLEMENTAL SAVINGS PLAN M P  
POST RETIREMENT BENEFn 
DEFERREDFUELEXPENSE 
PROVISION FOR POSSIBLE REVENUE REFUNDS 
BOOK PROVISION UNCOLLECTIBLE ACCOUNTS 
REG ASSET UNREALIZED LOSS FWD CMMT 
PROVISION FOR W I N G  CREDIT RISK ABOVE M E  LlNE 
DEFERRED COMPENSATION BOOK EXPENSE 

ACCRUED RTO CARRYING CHARGES 
REGASSETONDEFERREDRTOCOSTS 
DEFERRED BOOK CONTRACT REVENUE 
DEFERREDDEMANDSIDEMANAGEMENTEXPENSE 
BOOK > TAX BASIS - EMA AlC 283 
DEFERRED TAX GAlN INTERCO SALE EMA 
DEFERRED TAX GAlN EPA AUCTION 
REG ASSET UNREAL MTM GAlN DEFERRAL 
REG ASSET DEFERRED EQUIP( CARRYING 
CAPITALIZED SOFiWARE COST TAX 
CAPITALIZED SOFiWARE COST BOOK 
BOOK LEASES CAPITALIZED FOR TAX 
ADVANCE RENTAL INCOME 
BOOKAMORTlZATION LOSS REAQUIRED DEBT 
ACCRUED SFAS 112 POST EMPLOYMENT BENEFITS 
BOOK DEFFERAL MERGER COSTS 
REG ASSET ACCRUED SFAS 112 
1977 - 1980 IRS AUDIT SETTLEMENT 
1985 - 1987 IRS AUDIT SETTLEMENT 
DEFERRED VACATION ACCRUAL 
FEDERAL INCOME TAX- DEFERRED - ADJUSTMENT 
TOTAL CURRENTYEAR DFlT 

METHOD 

RB-GUP 

FORMULA 

FORMULA 
FORMULA 
FORMULA 

FORMULA 

FORMULA 
RB-GUP 

FORMULA 

RE-GUP 
RB-CWIP 
LABOR-M 
RB-GUP 
CUST-TOTAL 
RB-GUP 
PROD-DEMAND 
RB-GUP 
PROD-ENERGY 
LABOR-M 
LnBOR-M 
LABOR-M 
LABOR-M 

FUELREV 
REV 
CUST_SOTAL 
PROD-ENERGY 
PROD-ENERGY 
LABOR-M 
REV 
RE-GUP-EPIS-T 
RE-GUP-EPIS-T 
REV 
LnBOR-M 
PROD-ENERGY 
PROD-ENERGY 
PROD-ENERGY 
PROD-ENERGY 
RB-GUP-EPIS-T 
RB-GUP 
RB-GUP 
RB-GUP 
REV-OTHER 
RE-GUP 
LABOR-M 
REV 
LABOR-M 
REV 
REV 
LABOR-M 

TOTAL 
RS - - SGS - MGS LGS - 

(6,172) 

3,644,762 

176,992 
3,914 
1,068 

181,974 

3,468,960 

823,430 
(127,686) 

695,745 

197,938 
11,122 

(7) 
(17,978) 

(1) 
11,472 

443,715 
7,227 

209,660 
7,124 

(23,573) 
(705) 

(2,562) 
(27,992) 
192,186 

(3,558) 
796 

(6,995) 
(2,319) 

870 
(4,114) 
5,995 
3,071 

470 
(96,597) 
(73,818) 

3,768 
15,102 

(133,476) 
(8,958) 

416 
(43,384) 
19,482 

949 
(3,105) 
8,696 

(22,783) 
(7,143) 

763 
35 

(4,721) 
(149,471) 
507,595 
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DEFERRED FIT- PRIOR M A R  
TAXES CAPKALIZED 
PENSIONS CAPITALIZED 
SAVING PLAN CAPITALIZED 
ABFUDC 
INTEREST CAPITALIZED 
ADR REPAIR ALLOWANCE 
BOOK VS TAX DEPRECIATION 

TOTAL PRIOR YEAR DFIT 

FEDERAL INCOME TAXES 
TOTAL INCOME TAXES 

TOTALEXPENSES 

NET OPERATING INCOME 

AFUDC OFFSET 
PRODUCTION 
TRANSMISSION 
DISTRIBUTION 
GENERAL 
AFUDC OFFSET 

AFUDC OFFSETADJUSTMENT- ADJUSTMENT 

ADJUSTED NET OPERATING INCOME 

RB-GUP 
RB-GUP 
RB-GUP 
RB-CWIP 
RE-GUP 
RB-GUP 
RB-GUP 

FORMULA 

FORMULA 

FORMULA 

PROD-DEMAND 4W),313 
TRANS-TOTAL 90,711 
RB-GUP-EPIS-D 
LABOR-M 

OFFICE OF THE ATTORNEY GENERAL 
519 - KPCO CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 

TOTAL 
RETAlL - RS - SGS MOS LGS - 

(7.021) 
(942) 
(448) 

(56,700) 
27,519 

(42,789) 
(55,917) 

(136,298) 

1,067,042 
1,249,016 

35,691,063 

6,857,790 

42,721 
10.017 
10.119 
1,646 

64,504 

70,856 

6,993,149 
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METHOD 

REVENUE REQUIREMENT ANALYSIS 
TOTAL RATE BASE 

ADJUSTED NET OPERATING INCOME FORMULA 

CURRENT RATE OF RETURN 

TOTAL EXPENSES FORMULA 

TOTAL OPERATING REVENUE FORMULA 
LESS: 
OTHER OPERATING REVENUE FORMULA 
SALES OF ELECTRlClPl FORMULA 

OFFICE OF THE ATTORNEY GENERAL 
6-l-P - KPCO CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 

TOTAL 
CATEGORY RETAlL RS - - SGS MGS - LGS a? - MW - OL - SL 

PROPOSED RATE OF RETURN 7.84% 5.36% 10.09% 14.14% 12.1% 12.33% 6.98% 10.50% 3.79% 8.28% 

REQUIRED INCOME 

INCOME INCREASE 

GROSS REVENUE CONVERSION FACTOR 

PROPOSED REVENUE INCREASE 
%REVENUE INCREASE 

TOTAL REVENUE REQUIRED 
LESS: 

FORMULA 

FORMULA 

FORMULA 

OTHEROPERATINGREVENUE FORMULA 8,713,065 5,093,849 244,125 1,095,777 909,590 410.518 665,529 9,214 251,189 33,274 
REQUIRED RATE REVENUE FORMULA 402,139,927 165,598,634 7,374,636 45,380,651 48,355,182 44,231.003 83,689,239 420.810 6,130,512 959.260 
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Production Allocator 

Bulk Transmlsslon Allocator 

Sub Transmission Allocator 

Transmlsslon Total 

RB-GUP-EPIS-P 

RB-GUP-EPIS-T 

METHOD 

BCP 

BCP 

KPCO 

KPCo FORMULA 

BI-P 

KPCo FORMULA 

CATEGORY 

OFFICE OF THE ATTORNEY GENERAL 
6 - 1 9  - KPCo CLASS COST OF SERVICE STUDY 

TWELVE MONTHS ENDED JUNE 30,2005 

TOTAL 
RETAlL SGS - LGS - 


